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SECRET MADRID 08215 

LIMDIS 

E.O. 11652: XGDS-1 
TAGS: PCAT, SP 

SUBJECT: SEA CONTROL SHIP FOR SPAIN - POSSIBLE THIRD 
COUNTRY SALE TO AUSTRALIA 

REF: (A) STATE 210482 (DTG 020109Z SEP 77) 

(B) USDAO MADRID 061500Z OCT 77 

1 . WE HAVE LEARNED FROM THE AUSTRALIAN EMBASSY THAT THE 
VISIT EARLIER THIS WEEK TO MADRID OF TWO AUSTRALIAN NAVAL 
OFFICERS (ONE FROM CANBERRA, THE OTHER FROM LONDON) TO 
DISCUSS THE POSSIBILITIES OF AUSTRALIAN PURCHASE OF A 
SPANISH-BUILT SEA CONTROL SHIP MAY HAVE HEIGHTENED 
AUSTRALIAN INTEREST IN SUCH AN ARRANGEMENT. 
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2. THE TWO VISITORS WERE WARMLY RECEIVED BY SENIOR 
SPANISH NAVAL OFFICIALS, INCLUDING THE CHIEF OF STAFF OF 
THE NAVY, AND BY BAZAN SHIPYARD EXECUTIVES. THEY WERE 
TOLD THAT SPANISH PLANS FOR BUILDING A SEA CONTROL SHIP 
ARE NOW FAR ADVANCED, SPECIFICALLY THAT LONG LEAD-TIME 
ITEMS ARE TO BE ORDERED IN MID-1978; PROJECT DEFINITION 

IS TO BE COMPLETED BY THE SPRING OF 1978 WHEN THE 
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CURRENT CONTRACT WITH GIBBS AND COX (COST: ROUGHLY 
300 MILLION PESETAS) EXPIRES; AND CONSTRUCTION IS TO 
BEGIN SOMETIME IN 1979. 

3. SPANISH OFFICIALS REPORTEDLY ALSO TALKED OPTIMISTICAL- 
LY ABOUT THE POSSIBILITIES OF THIRD COUNTRY SALES, 
MENTIONING ARGENTINA, AND INDICATING THAT THEY ENVISAGED 
NO PROBLEM IN THIS REGARD SINCE THEY HAD PURCHASED THE 
SEA CONTROL SHIP DESIGN AND IT WAS THEREFORE SPANISH 
PROPERTY. 

4. THE TWO AUSTRALIAN NAVAL OFFICERS REPORTEDLY DISPLAYED 
CONSIDERABLE INTEREST IN A POSSIBLE PURCHASE FROM SPAIN 

OF A SINGLE SHIP. THEIR OWN PROJECTION OF AUSTRALIAN 
NAVY NEEDS (A 10-20,000 TON SHIP AVAILABLE IN ABOUT ONE 
AND ONE-HALF YEARS) ROUGHLY MATCHES CURRENT SPANISH 
PRODUCTION PLANS. THE SPANISH WERE MENTIONING A PRICE OF 
250 MILLION DOLLARS; HOWEVER, OUR SOURCE DID NOT KNOW 
EXACTLY WHAT THIS WOULD INCLUDE. 

5. THE TWO AUSTRALIAN NAVAL OFFICERS HAD BEEN IN 
WASHINGTON PRIOR TO COMING TO MADRID BUT APPARENTLY HAD 
NOT DISCUSSED THIS MATTER THERE. THEY APPARENTLY LEFT 
MADRID WITH THE INTENTION OF INITIATING SOME CONTACTS 
WITH APPROPRIATE US OFFICIALS IN WASHINGTON ON THIS 
MATTER. THEY ARE AWARE, THROUGH OUR OWN CONFIDENTIAL 
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DISCUSSIONS WITH THE AUSTRALIAN EMBASSY, THAT NO FINAL 
US DECISION ON THE QUESTION OF THIRD COUNTRY SALES HAS 
YET BEEN COMMUNICATED TO THE SPANISH GOVERNMENT. 
(COMMENT: THIS AWAITS THE WASHINGTON REVIEW, NOW IN 
PROCESS, OF REF A.) EATON 
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